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P-ROCEEDI-NGS
9:46 a. m

MR. O HARA: Good norning, everybody.
Can you hear ne all right?

| "' m Dana O Hara, the Technical Program
Manager for the private and |ocal rule.

Today we're having a hearing to discuss
the notice of proposed rule -- let's see if we can
get the | ong distance goi ng here.

As | said, we're here to discuss the
private and | ocal notice of proposed rul enaking for
the private |ocal government fleet mandate
det er mi nati on

Before | get started, we'll talk a
l[ittle bit about | ogistics. There's coffee down
bel ow us, there's a little store down below us if
you're thirsty and everything el se.

The rest roons are on either end of the
hall on this side. And also drinking fountains on
either side of the hall by the rest roons.

And with that, let's get on with the
pur pose of the hearing.

Okay. We've released the notice of
proposed rul enaking on the 4th of March concerning

the private and | ocal government fleet
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deternminations. W're looking for statenents today
on your comrents on our notice of proposed rule. W
will consider all comments. W will respond to them
inthe final rule. And the purpose of this thing is
to help us deternmine what the final rule is supposed
to be |ike.

| want to set some ground rul es.
Speakers should identify thensel ves, who they're
representing, somewhat of why you are the best
person to represent that group, some background,
what your interest.

Statenents are not supposed to be any
| onger than 10 m nutes.

It was requested that people provide 10
copies of their statenent.

Everybody's allowed a rebuttal after
everybody's given their statenent in the order that
t hey gave the statenents.

Next slide. Ckay.

To give you a brief summary of NOPR
says. NOPR has proposed that the private and | ocal
government fleets not be required to acquire
alternative fuel vehicles. This decision to whether
to require such a requirenent is based, in part, on

the prelimnary findings that: (a) such a rule wll
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not bring about achi evenent of the petrol eum

repl acenent fuel goals contained in EPAct, i.e.,
it's without a fuel use requirenent in the rule. W
won't get any real benefit towards the replacenent
fuel goal of 30 percent with such a rule.

Because of these reasons that we find
that -- well, let nme start over again.

(a) Such a rule will not bring about
achi evenent of the petrol eumrepl acement fuel goals
contai ned in EPAct and such a rule woul d not
appreci ate or increase the percentage of
transportation notor fuel that is alternative fuel,
and because of adoption of the fleet nmandate woul d
not bring about achi evenment of petrol eumrepl acenent
goal s, would not appreciably increase the percentage
of alternative fuel use EPAct precludes DOE from
adopti ng such a nandat e.

That's sort of the fundanmental thing, is
the rule necessary. W were not given the option.
This is a condition thing on whether or not adopt
the rule, and that's what the whol e idea beside the
proceeding is, that the notice of proposed
rul emaki ng says that if the rule is not necessary,
therefore we can't do it.

Next sli de.
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The docket information is avail able
here. NOPR s there. There is a small amendnent that
essentially defined the tinme for the neeting here.

We al so have an information voi cenai
box that you can ask questions and we will get back
to you in a tinely manner, usually within 24 hours.
O we have a place you can emi l

| F you want to submt witten coments,
t he deadline is June 2nd, another 3 or 4 weeks. You
can submt via email or you can submt mail. W're
asking for 8 copies.

And that's all the comments 1'd like to
make.

The panel today will be nyself. And, as
| said, ny name is Dana O Hara. Wth me will be
Vivian Lewi s, general counsel.

And with that, I'd like to get started
with the statenent.

Nic, you want to start?

MR. van VUUREN. Good norning.

My name is Nic van Vuuren. | amthe
coordi nator for the Hanpton Roads Clean Cities
Coalition in Southeast Virginia. As a participant
in the nation's only alternative fuels

i npl enentation program | hope to bring a
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per spective on how this proposed rule will be
effecting our program The only voluntary program I
shoul d have maybe i ndi cat ed.

The Departnent of Energy has proposed
not extending the Energy Policy Act fleet
requirenents to local governnent and | arge private
fleets. | amthe Clean Cties Coordinator for
Hanpt on Roads, Virginia and | would |ike to nmake the
case that this is a step backward in the nation's
canmpai gn to reduce our dependence on foreign oil. |
believe it also runs counter to the intent of the
| egislators in 1992 and would do harmto our efforts
to pronote Anerican fuels and transportation.

| believe that the P& rule is indeed
necessary to achieving the goals of EPAct and an
i nportant tool to achieving national energy
security. Unfortunately, the DOE analysis | believe
makes two significant errors and perhaps
msinterprets the intent of the | aw

The first error is that it makes an
over-sinplified cal culus of the potential effect of
the rule. The P& fleets were selected as a third
tier of |eadership fleets that were going to serve
by exanple, along with a much smaller federal and

state fleets and fuel provider fleets. These fleets
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were not selected for their fuel use potential, but
principally to serve as a foundation for voluntary
efforts such as the Clean Cities Program and were a
nucl eus around whi ch nore expansive efforts to

i ntroduce alternative fuels would be built. The
anal ysis ignores the catalyst role that is to be

pl ayed by these fleets.

The second major error in the analysis
is to assunme that by not pronulgating the rule, we
will remain at status quo in our march to petrol eum
i ndependence. 1In fact, the rule will send a very,
very clear signal to very visible fleets that as a
nation we do not prioritize the inportance of
reduci ng our dependence on petroleum and that | ocal
efforts are not necessary or inportant.

As Clean Cities Coordinator | have
al ready seen this nefarious effect manifest itself
in several of our communities. Cities that took a
very proactive role in anticipation of the rule have
started to conpl etely abandon their alternative
fuels efforts. I'lIl relate nore why in nore detail a
little bit later.

The question at hand about necessity of
a P& rule is, in ny opinion, is promrulgation of

such a rul e necessary to help us nove toward our
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energy security goals or not? It can be
denonstrated that lack of P& rule is not neutra
and will actually harmthis effort, counter to
congressional intent. Therefore, the current
proposed rul e deserves to be seriously revised.

"1l further some specific argunents
that were made in the docunentation here.

The proposed rule states that DOE
believes that inplenmentation of a P& rule would not
appreciably contribute to the achi evenent of EPAct's
exi sting 2010 repl acement goal of 30 percent or of a
revi sed replacenent fuel goal were one to be
adopted. The crux of this argunent is that the DCE
has concl uded that the nunmber of AFV acquisitions is
too small to cause an appreciable increase in
repl acenent fuel use. However, DCE points only to
t he nunber of vehicles covered by the rule. And as |
have pointed out, conpletely ignores the catalytic
effect of the rule and the supportive effect of the
rule on voluntary efforts |ike clean cities.

For the first time, |arge nunbers of
large fleets that operate in a contai ned geographic
area woul d be covered, thus voiding the argunents of
portability that are often forwarded by federal and

state fleets. For exanple, Virginia will not acquire
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dedi cat ed CNG vehi cl es because fl eet users are
required to travel fromRichnond to all corners of
the state where infrastructure is not available. The
city of Norfolk, on the other hand, operates the
large majority of its vehicles in a contained
geographi c area of about 25 square mles, ideal for

i mpl enentation of CNG In this case it is not
possi bl e to extrapol ate the poor state experience to
t he | ocal governnent case.

A good deal of the proposed rule
conplains, and rightfully so, about the constraints
of EPAct that render it less than 100 percent
ef fective. For exanple, EPAct does not give DCE
authority to require alternative fuel use. However,
EPAct fleet acquisitions create an opportunity for
i ndependent voluntary efforts to convince
policymakers to enact their own fuel use
regul ati ons, usually nodel ed on Presidentia
Executive Order 13149, such as Maryland' s G een
CGovernnent Executive Order. It is clear that
nei ther of these initiatives would have been
possi bl e wi t hout the EPAct mandat es.

By not promul gating the P& rule, DOE
takes away a valuable tool for Clean Cities to

persuade |localities voluntarily to respect the
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spirit of the | aw

DCE nentions that market forces would
prevent appreciable increases in replacenment fuel
use even if P& were inplenented. Market forces tend
to always work against initiatives such as EPAct or
Clean Air regulations. It is precisely because of
mar ket forces that well designed regul atory
intervention is required.

Now, there is a case to be nade that
EPAct is not very well designed. It is not ideal to
target specific fleets where the cost is burden is
nore focused and not spread out thinly and evenly as
it was in the case of the autonotive em ssions
requi renents. The energy security analogy to the
aut onotive em ssions programis corporate averaged
fuel econony. But the political reality is that CAFE
is mred in a norass.

There was nmuch coment about incentives.
I ncentives are great, but cannot exist alone. And
current incentive prograns |like Clean Cities are
finding their budgets actually slashed, not grow ng.
In other words, inperfect EPAct is all we have at
this point.

DCE al so refuses to take this

opportunity to revise the 30 percent 20/10 goal. As
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early as 1996 it was clear that the 30 percent goal
was neither practicable nor achievable with the
current state of affairs effecting the
transportation fuels market. Absent mechani smt hat
reflect a true cost of petroleumat the retai

| evel, regular nmarket forces will not permt
significant penetration of alternative fuels

t echnol ogi es.

DCE has full authority to revise the
pet rol eum di spl acenent goal in view of these
realities to reflect something achievable. But then
some conmenters pointed out that the arbitrary
nature of setting nuneric goals, and they are not
really incorrect.

What we find is that the goal being
expressed by the 1992 legislators is to nove away
fromthe petrol eumuse status quo and increase
repl acenent fuel's use as nuch as possible. This is
the goal of EPAct. The question then is reiterated
does the P&L decision contribute to the achi evenent
of this goal or does it detract fromit. Once again,
not pronulgating the P& rule will result in a
backward step and take away the small but
progressively forward novenent towards petrol eum

di spl acenment. This is clearly contrary to the spirit
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of EPAct.

In other words, | feel the P& rule is
i ndeed necessary to achi eving the goal of EPAct.

DCE cites commenters who oppose P&L
suggested it woul d foster nonconpliance and |imt
participation in voluntary prograns. The situation
in Hanpton Roads is the dianmetric opposite of this
statenent. In fact, it has been the anticipation of
P& that has enabl ed a nunber of individuals in our
| ocal governnments to be proactive with alternative
fuels use. As it becane clear that P& was being
back- burnered and then abandoned, many of these
i ndi vidual s lost their key argunment for doing the
right thing. So instead of noving forward with nore
anbi ti ous AFV prograns, we find municipalities
participating less and less in voluntary efforts
like Clean Cities. |In fact, a Clean Cties
col | eague comrented at the Chicago P& heari ngs that
a nunmber of fleets joined Clean Cities precisely
because of the future nmandates and our ability to
hel p them conply.

DOE will also not create an urban bus
fleet requirenment. I'll just touch on this rea
qgui ck before concluding. And begins its discussion

by claimng that because buses are not in the EPAct
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fleet definition, they cannot expand the rule to

i nclude them Conmmon sense dictates that

| egi sl ators were asking DCE to expand the definition
of fleets if a bus AFV fleet requirenment nade sense.

DCE goes on to say that a bus requirement won't make

sense because increased fares will reduce the nunber
of transit users and petroleumuse will increase
agai n.

This argument, unfortunately, flies in
the face of air quality strategies that reward
i ncreased transit expenditures for items such as bus
shel ters because they enhance the transit riding
experience drawing nore riders to the system It is
common know edge that CNG buses are nore pleasant to
ri de because they are | ess noisy, physically cleaner
and do not spit black snmoke in the riders' faces as
they pull away from bus stops. This could actually
contribute to a ridership increase.

Transit operators nust nmanage their
systens as efficiently as possible with m nimal
i npact on fares in response to a nunber of
i nperatives; em ssions, safety, handi capped access,
etcetera. There is no reason that they cannot
manage societal inperative with the inportance of

our nation's energy security.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 (202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

15

So to summarize, | believe that the goa
of EPAct is to nove away from petrol eum fuel use and
i ncrease replacenment fuel use. This was clearly the
intent of Congress in 1992 when it provided for the
reeval uation of the arbitrary nuneric goal of 30
percent. It is not the absolute nunerical goal that
is inmportant here, but the novenent away fromthe
status quo.

The lack of a P& rule will result in a
reverse and a decline in replacenent fuel use.
Therefore, pronulgation of a P& rule is necessary
to achieve this goal of noving forward to energy
i ndependence. A P&L rule nust be established to
avoi d any backsliding and to provide a firm
foundation for voluntary prograns such as clean
cities.

Thank you very much

MR. O HARA: Thank you, Nic.

MR. van VUUREN. Ckay.

MR. O HARA: Can | ask you a coupl e of
guesti ons?

MR. van VUUREN. Certainly.

MR. O HARA: You sort of indicated that
this fleet rule need to be -- are necessary because

it does progress us towards the goal.
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MR. van VUUREN:. That's ny opinion, yes.

MR. O HARA: Do you have any
docunentation to sort of show what the progression
has been?

MR. van VUUREN. Well, | can relate, you
know, anecdotally in Hanpton Roads. W have had
fleets that acquired alternative fuel vehicles, did
that with a specific intent of anticipating P&L.
Very recently when | was with the city of Hanpton
and inquired as to whether or not they'd be
interested in applying for funding for nore natural
gas vehicles. They're understanding that there is
no nore commtrment to P& resulted in them declining
this offer and they plan on decomr ssioning their
CNG facilities. Sanme thing with the city of
Ri chnond.

It has a very, very detrinental effect
on -- for a nunber of individuals in these
governments to do the right thing, this is their
only crutch, let's call it that, to be able to argue
that we have to go in this direction despite --
there is a cost always associated with this kind of
program That crutch is being taken away.

MR. O HARA: Ckay. You sort of conceded

that these fleet nandates in EPAct as witten is not
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necessarily the best nethod?

MR. van VUUREN. Ch, | agree. It is
very, very inperfect. But | think it's also very
risky to rely on, you know, other initiatives that
are being discussed in Congress today. W saw what
happened with various initiatives |ike the Energy
bill last year. You know, what | think would be
nore appropriate is if Congress cane in and said
this is our new EPAct program and we're rescindi ng
this one. But if the question at hand is whether or
not P& in this current environnment should be
i mpl enented to nove forward to our goals, then
think the question is yes, we should be inplenmenting
it.

MR. O HARA: Isn't there better nethods
for getting alt fuel use out there other than the --

MR. van VUUREN. Ch, |'msure. Yes.
think that is a fair statement. But we don't have
t hose net hods avail able to us today.

MR. O HARA: Ckay.

MR. van VUUREN: And, again, the signal
that we send in ternms of our commtnent to
alternative fuels use in nunicipalities, that the
general attitude and perception is that this is

really not that inportant. And | think that's a
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very- -
O HARA: Thank you.

van VUUREN. Ckay.

LEWS: My | ask you a question?

van VUUREN: Yes, ma' am

5 » » 3 3

LEWS:. How many vehicles are we
tal ki ng about in the Hanpton Roads area that would
probably be in arule if we had proposed one?

MR van VUUREN. | don't have an exact
figure for you, nma'am W have ten nunicipalities.
W have at MSA of about, | believe, 500, 000 roughly.

The vehicles are in order of nagnitude
| arger than the nunber of vehicles that we have
under the federal and the state fleets, and this is
| think -- that's a national average as well.

The ability to have the city of
Chesapeake start taking an active role in the
acquiring these vehicles allows us to work with the
pol i cymakers and say let's inplenent now a fuel use
rul e, okay, and then start building up
i nfrastructure under, you know, whether it be
et hanol or natural gas or whatever.

| think the whole point is, is it's not
t he absol ute nunber of vehicles that we're talking

about, it's that catalytic effect to the rest of the
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comunity, which is what | think was the intent back
when this was bei ng passed.

Now, we're seeing novenent, positive
novenent in that direction, especially with
Executive Order 13149. But if we now take the step
back at the rnunicipal level, | think again we'll be
back fighting, and I don't think anybody really
want ed t hat.

MR. O HARA: Well, that sort of bring to
m nd, doesn't that sort of inply that there isn't a
busi ness case and wi thout substantial subsidies or
anything else, that this doonmed to fail anyway?

MR. van VUUREN. Well, and that was part
of ny testinony. As long as the nmarket refuses to
identify the true externalities of petroleumcosts
at the retail level, yes. Then we have a trouble
wi th busi ness phases. And we also do not -- it's
very difficult because of the fleet nmanager, let's
say, you know he does not get any credits at his
bottom|line, you know, for air quality inprovenents
or energy security inprovenents. And that's very
important to us as a nation and sonmewhere that's
going to be tallied up as a benefit, but not at the
fl eet manager's |evel.

So | think the task that we have is to
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convi nce policymakers such as city councils that,

| ook, we need to do these prograns. There is a
positive effect. No, you're not going to see it,
you know, under your expenses and your revenue
sheet. But we need to have these kind of prograns
in place.

It's very difficult to do that at the
| ocal |evel tal king about energy security wthout
| eadership froma programlike EPAct. It just --
you know, |ocal people are interested in air quality
for sure, but energy security is not something
that's, you know, driving them everyday. There's no
constituency for energy security at the |ocal |evel
t oday.

M5. LEWS: But do you not think that
even if we do not have a P& rule, that your
constituents woul d i ndeed push for the alternative
fuel vehicles? Because you say that -- | think you
sai d sonet hi ng about 25 square mles or sonething
for Norfolk, | believe you said.

MR, van VUUREN: Yes.

M5. LEWS: So you nust have sone
stations already set up for these people to get the
fuels that they need for their vehicles. So do you

not think that this will continue, and if so, would
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it not go at a pace that would be beneficial to the
entire netropolitan areas you' re tal king about?

MR. van VUUREN. |'Ill give you an
exanple. Right now |I'mworking very, very hard in
our area to research the policynakers who are the
ones who will be able to tell the operations side in
the nunicipalities to acquire alternative fue
vehicles. It is very, very difficult. GCkay.
Especially with the budgetary considerations, you
know, with localities today. This is not being
received very well.

And, like I said, in tw cases we have
muni ci palities that are actually deconm ssioni ng
existing facilities because the drive to standardize
on a traditional understood confortable fuel is, you
know, overwhelns the let's take this risk with
somet hi ng new t hat nobody has any commtnent for at
t he federal governnment anyway, you know, |'m
par aphrasi ng what they woul d be saying. Taking away
this regul ation, again, takes away any commobn
approach that we could have to these nunicipalities
in saying, "Look, this is inportant. W have a
regulation. W're going to help you conply.” And
that will, 1'Il tell you what, accelerate our

activities, you know, nany fold.
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M5. LEWS: Well, you do know that if
there woul d be such a rule, there would be no
funding to give to the fleets. So it seens to ne
that if you want to have a better environment, then
what ever you're doing now you will continue to go
forward with that. Because | don't see any
financial incentives conming for it. W nay have
sone in the future, but 1'mnot sure about that.

MR. van VUUREN. Well, 1'Il give you
anot her exanple there. W do have access to so ne
funding, it's not alot. It's the state energy
program special projects. And this past 4 or 5
nmonths | was trying to recruit nmunicipalities to
allownme to go in and search for that funding for
the incremental cost of natural gas vehicles.

M5. LEWS: But that is a separate
program from what we're tal king about?

MR. van VUUREN: Right.

M5. LEWS: So you'll have access to the
state energy program fundi ng?

MR. van VUUREN. Right. But what |I'm
saying is there's no interest in that programtoday
because there's no requirenent for themto purchase
t hese vehicles. Now even though we're covering the

i ncrenental cost, okay, the fact that there is a
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risk with a perceived to be non-traditiona

technol ogy, the fleet manager, you know, he is not
bei ng gi ven any kind of direction that he needs to
be going in this direction.

M5. LEWS: kay.

MR. van VUUREN. So he -- you know, he
says well why should |I bother with this. Al right.
Whereas, if we did have a P& rule, we would have 10
muni ci palities, you know, at least trying to go out
and get funding, whether it be CMAQ fundi ng
[ Congestion Mtigation and Air Quality | nprovenent
Progran], whether it be the Cean Cities SEP [State
Energy Progran] program You know, that's part of
our job at Clean Cities also is to try to find these
ot her funding sources. But when we don't have the
cities actively wanting us to find those sources,
you know, there's really nothing that we can do.

M5. LEWS: Thank you.

MR. van VUUREN. And this is a very
i mportant programthat hel ps out.

MR. O HARA: Thank you very nuch, Nic.

MR. van VUUREN. Ckay. Thank you.

MR O HARA: Paul Smth?

MR SMTH M nane is Paul Smith. [|'m

t he Energy and Environnmental Counsel for the
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Ameri can Autonotive Leasing Associ ation (AALA).

W' re pleased to be able to be here to
participate in this rul enaking. W have done so
t hrough the years in the past, and | appreciate the
opportunity to do so today.

W are in support of the determ nation
that's been proposed by Departnment of Energy as a
regul atory requirenent for the owners and operators
of certain fleets, public and private, to acquire
alternative fuel vehicles not be necessary, and thus
cannot and shoul d not be promul gat ed, because such a
program woul d result in no appreciable increase in
t he percentage of alternative fuels and repl acenent
fuel used by notor vehicles in the United States.

Let ne share with you first the record,
and for the audience today, a little bit about who
we are.

AALA is a trade association that
represents the commercial fleet |easing and
managenent industry. W conprise approximtely 3.2
mllion vehicles, generally light-duty, that are
used for business throughout the United States.

In contrast to the consunmer vehicle
| easing industry that limts itself to offering

financial alternatives, AALA nenbers provide
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conpr ehensi ve fl eet managenent and consulting
services to comrercial, to nonprofit and to
government al organi zati ons.

The range of services include really
three things. First is assistance on the selection
of the appropriate vehicle that both fits to the
needs of the user, nore specifically than any other
alternative and that is cost effective to the work
that's going to be perforned.

Second, we assist themin operating
t hose vehi cl es and mai ntai ning them Maintaining
them safely and to operate them economnically
i ncl udi ng design and inplenenting fueling prograns,
mai nt enance prograns, registration, |licensing and
safety progranms, as well as hel ping ensure that each
vehicle is cycled out of the primary market into a
secondary market at the nost optimal tinme inits
life cycle.

And then third, at the end of that life
cycle we help ensure that the highest value is
obtai ned for that vehicle through public sales,

t hrough auction or other disposals.

So those are the three phases:

Sel ection of the correct vehicle, not too nmuch, not

too little for what is necessary; helping to ensure
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that it's operated effectively and efficiently to do
the work that is necessary and it's kept at the

hi ghest fuel |evel, fuel econony |evel at possible,
and; at the end of the, first of all, deciding when
t hat operational cycle ends and then a third phase
which is the vehicle disposition occurs. Al three
of themare relevant for the purposes of the

rul emaki ng that you have today.

Why? Because they generate sizeabl e
energy and environnental benefits. Two of them|
woul d |i ke to highlight.

The first is that these vehicles help
accel erate the introduction of newer, cleaner and
nore fuel efficient vehicles into the broader
vehicle market. [It's well established that ol der
vehi cl es make a di sproportionately |arge
contribution to the em ssions and degraded fue
econony perfornmance.

These vehicles are -- problens are
conmpounded by the fact that general popul ation
vehicles are turned over at a relatively |onger
cycle tinme. Newer vehicles, on the other hand, are
cl eaner, nore fuel efficient because nanaged
vehi cl es are turned over faster than genera

popul ati on vehicles. AALA nenbers accelerate the
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i ntroduction of cleaner and better maintained
vehicles into the secondary general popul ation
markets. The vehicles that AALA nenbers turn over
nore woul d have been properly naintained through the
time period, and unlike that which you' d find in
general popul ati on vehicl es.

And that brings me to nmy second point,
which is that rigorous adherence to nanufacturer
recommended mai nt enance schedul es plus other routine
mai nt enance checkups | eading to inproved fue
econony.

The managed fl eet vehicles are
rigorously nmaintained in order to maintain optina
vehicle life and for fuel performance. That
mai nt enance al so enhances vehicle fuel econony, as |
nmenti oned, and according to a 1995 study by EPA if
t he wheel alignnment, just as one exanple -- the
vehicle alignnment is off by only half an inch, it
can effect fuel econony and therefore fue
consunption by as nuch as ten percent.

These energy and environmental benefits
are not a guaranteed outcone. They are a product of
a very sensitive decision naking process that occurs
within fleets, whether they go to a nanaged fl eet or

not. The alternative is a driver rei nbursenent
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program which is just essentially reinbursing the
users of vehicles for business purposes or for their
job rel ated purposes on a per nmle basis. It has
none of the controls that are inherent within an
organi zed and nmanaged fleet with regard to
mai nt enance, fuel econony, life cycling and even
sel ection of the proper vehicle. Frequently on a
driver reinbursenent program the vehicle that the
enpl oyee uses is one that is designed to fit his
total needs, which may include such things as
pulling a trailer on a weekend, taking a boat, doing
secondary work. The vehicle that's selected for the
pur poses of the work is one that has trunk capacity,
vehi cl e range, cost per mle designed to neet that
wor k requirenent.

A private fleet mandate under EPAct
woul d have been a good exanple of the type of a
regul atory programthat could have persuaded fl eet
operators to replace their managed fleets with
driver reinbursenent prograns. This is because
faced with the AFV, fleet contractors woul d have
been forced to deal with a host of practica
difficulties associated with acquiring the vehicles,
whi ch you have in the record anpl e evidence of that,

such as avail abl e supplies of vehicles to fit the
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needs.

The issues associated with fueling those
vehicles. The refueling infrastructure sinply does
not exist.

When you | ook at the types of fleet
operations that we have, it becomes evident that
private commercial fleets are not particularly the
apt test bed for new technol ogies. The cost per
hour when you think about the sal es and service
fleets is a sinple exanple. The cost per hour for
t hose vehicles to be in down tinme because of the
| ack of mai ntenance or off route because of |ack of
fueling infrastructure is far nore expensive than
you'd find in the general population. W can obtain
that data if you'd like to have that for the record.
Various estinmates have been nmade for that.

The busi ness deci sion regardi ng how a
conmpany or other entity neets its transportation
needs can be and frequently is very sensitive to
i ssues such as regul atory burden and market driven
costs. DOE, in fact, would not have to do very nuch
to nmake driver reinbursenment prograns operational
and cost conpetitive with the privately maintained
fl eet prograns. Such an external influence is

likely to result in a significant portion of those
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2.3 million vehicles that currently nove through a
controll ed environnent to an uncontrolled driver
rei nbursenent situation. This has a harnful inpact
on the public for the reasons we just stated and
also for the efficiency of the private sector.

For these reasons, AALA has partici pated
t hroughout the life cycle of the P& rule, and we
will continue to do so.

l"d like to just focus two specific
comments, if | mght.

First, that the private fleet rul enaking
is not necessary under the fuel replacenent goal or
under any fuel replacenent goal. |In the conments
that we submitted in support in Decenber 26, 2000
wor kshop in Washington, D.C. we nentioned several of
the various steps towards limts on a discretionary
program for private fleets under Title 5. As |
understand it on EPAct that record will be part of
this record as you go forward. And if not, we wll
be happy to resubmt those coments.

But we would like to just indicate that
the only viable option that was identified in that
wor kshop is the option one, that is no regulatory
requi renent for local governnent and private fleets.

That option has been part of the record, as part of
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the prelimnary thinking that the Departnent has had
for alnpbst 3 years now. And fleet staff who acted
in anticipation of that, probably were not fully
aware that that was one of the four options on the
record, but it was in the Federal Register and
avai l abl e first.

W continue to believe that the only
concl usion that can be drawn fromthe information
that the record has provided so far is that a
private fleet programis not necessary under EPAct.
The data indicates that replacenent fuels account
for less than 3 percent of the total notor vehicle
consunption in 2001, which is only slightly up from
the 2 percent in 1992. That information indicates
that EPAct's 30 percent goal for the year 2010 is
essentially unreachable at this late date. In your
record you noted that extraordi nary nmeasures woul d
be required in order to achieve that 30 percent 2010
goal .

|"d like to just limt our comments in
this aspect to two factors in your determ nation
that a private fleet rule is not necessary.

W understand that DOE's necessity
deternmination is based in | arge nmeasure upon vari ous

statutory limts, including, for exanple, the
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definition of what a covered vehicle is and what the
appropriate fuel is. These limts convince the
Departnent that even if a mandate were inpl enmented,
it would not appreciably increase the use of

repl acenent fuel. W agree that the statute limts
the scope of any private fleet programwhich in turn
limts the effect that the program could have on
repl acenent fuels, and therefore that effect would
be negligible.

DCE appropriately goes further, however,
and clarifies that it would also be unable to make
the two specific subordinate findings. Under 507(e)
[sic] those subordinate findings are that the 30
percent 2010 goal s are not expected to actually be
achieved without a fleet programand that it is
practically and actually achievable with such a
program

W encourage DOE to | ook at those
necessity findings and enhance upon them as you nove
forward. We particularly are persuaded by the fact
that the 30 goals is aspirational and adjustnent of
t hose goals would nake little sense to revise them
downward. And | ooking at the broader picture of our
energy reliance and dependence, much of the sane

factors that underpinned the original EPAct in very
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much the sane geo-political situation nearly 11 to
12 years ago.

W recommend that DOE go further,
however, and explain in detail why the 507(e) [sic]
necessity findings could not be nmet even if DCE
deci ded to revise the goals downwards. You could do
so ny noting the private fleet rule mght, at best,
contribute .2 to .8 percent towards a nodified goa
and that (2) that the goal the nation's currently
operating at a 2.8 replacenent fuel usage, and
per haps even | ess than that. Accordingly, assuni ng
even best conditions, the 2010 goal m ght have to be
revised dowmmward to nore than just 3 percent. That
goal would be illogical as well as arbitrary and
caprici ous because Congress set the goal for the
year 2000 at 10 percent, which was al so not net.
Congress surely would not have wanted DOE to revise
the 2010 goal downward to a |level |ess than that
provi ded for the year 2000 for their goal for the
year 2010.

Even if it would be argued that it would
be lawful for DOE to revise the 2010 goal downward
in a manner that conflicted with the statutory
schenme, the mnuscule contribution towards such a

revised goal that the regulation to the fleets m ght
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provi de coul d not be guaranteed, even in |ight of
DCE' s separate findings that the private fl eet
contribution would be highly uncertain under al
scenari 0s.

In other words, a necessity finding
could not be nmet even if the 2000 goal would be
lawfully revised downward to 3 percent. The record
reveal s that the regulation of private fleets sinply
will not help the nation achi eve any fuel
repl acenent goal. No other conclusion is possible
i s based upon the record.

The second point I'd like to nake has to
do with a point that was raised by the previous
speaker, and that is the relative inpact of
i ncentives versus mandates. W believe that
incentives are better public policy.

First and forenost, the past decade has
denonstrated that. Fleets such as ours have not
been effective in achieving goal -- fleet mandates
have not been effective in achieving in the goal.

The Adm nistration's 2001 energy policy
report simlarly noted that the fleet scheme is not
sound policy, and let ne quote fromthat energy
policy report. "The success of the federa

alternative fuel programs has been linited. The
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program focused on mandating that certain fleet
operators purchase alternative fuel vehicles. The
hope was that these vehicle purchase mandates woul d
| ead to expanded use of alternative fuels. That
expectation has not been realized."

So in conclusion, let ne just state that
you' d be in good conpany as you make this decision.
Al an Lloyd fromthe California Energy Resources
Board has stated that nandates such as the ZEV
Mandat e al one cannot overconme the nature and physics
or sone other technical challenges that are
bedeviling both the industry and us.

To the extent that policynmakers desire
to nodify the nation's goal of transportation fuels,
what ever policy is selected should be applied
broadl y and upstream Narrow downstream are faulted
policies, as recognized by the previous speaker.

W thank you and | ook forward to the
rest of the day.

MR. O HARA: Thank you, Paul. | have a
coupl e of questions.

| certainly understand that you agree
with our position. The question that |eads nme to if
we're not going to do a private local, we're not

gaining much in the way of alternative fuels, how
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woul d you recommend that we proceed?

MR SMTH | think there's elenents in
the Cean City programthat | find ineffective, but
| think that there's other elenents in that program
that | think are effective. And | think the
opportunity -- | look at the fleets that have been
able to operate on a sustained basis on alternative
fuel, and have done so by a very local effort where
the 3 parties have cone in, the fundanental flaw in
EPAct nandate is that it | ooked at one leg of a
three | egged stool. A three |egged stool. Those
three l egs the vehicles, the fuels and the users.

There is no requirenment on the fuel
avai lability. There's no requirenment on the fuel or
t he vehicle manufacturers. And with the del eti on of
the ZEV [Zero Emi ssion Vehicle] Mandate, it has even
noved away fromthat position.

What you need is those three legs to
appear in a voluntary context. Were it's worked
has been having representatives of each of those
three. And | know some upconi ng announcenents t hat
will be nade, and we're not at liberty to say them
now, but there will be some upcomni ng announcenents
that are very simlar, voluntary actions noving

forward where those 3 parties -- representatives of
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t hose 3 segnments have come together and have been
able to make it work. And it's required sone
contribution from-- but if you have nandated and
the other two voluntary, | think the result is going
to be that the mandated one is going to be the one
carrying the burden. That is just sinple |ogic.

| think that the governnent, in addition
to the encouragenent of those kinds of progranms, in
t he absence of an overhangi ng axe -- we do not have
a test bed to understand what a Clean Cities program
could be in the absence of an antici pated nandate.
And | think the chilling effect of the existence of
that mandate is as strong or stronger influence as
t he peopl e who may have come forward saying they'l
ganble, roll the dice and think that there will be a
mandat e enacted and in anticipation of it. | think
there's been a | ot of people who are very uncertain
about whether they're going to enter into a
voluntary nmarriage or it's going to be a shotgun
marri age.

One sinple exanple of the types of
i ncentives that haven't seriously been | ooked at are
the ones that are zero dollar incentives. And it
does involve a public policy determnation, and

quite frankly it's beyond the scope of the
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Depart nent of Energy probably to be able to make
that kind of determ nation. But in the 12 years that
has exi sted since EPAct program started, there have
been -- the primary alternative fuel has been
conpressed natural gas. The national tax policy
with regard to that has been unclear. There was
great anticipation at the tinme of EPAct that there
woul d be zero taxation for that fuel as
transportati on needs. Wthin a year and a half
after that, they inposed a partial tax. There's
been repeated calls to be able to say make it clear.
Because the existence of a nontax can be quantified.
Al'l you have to do is look at the .38 cents a gallon
that's being paid nationwi de on petrol eum products,
and every fleet decision that is very sensitive to
the life cycle fuel cost could factor in the val ue
of knowi ng that they have essentially been given a
tax haven by the amount of fuel tax they haven't
been paid. There has been no public policy
pronouncenent that that alternative fuel would
remai n unt axed.

What they have said is here's the tax,
we will not commt for any period of time that it
won't be taxed in the future. So you end up with

this very strange situation. The federal Treasury --
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it has not cost the federal Treasury anything to
have such a situation and it hasn't -- but yet that
tax benefit, the absence of that tax has not been
able to be factored into the purchase deci sion.
Because our purchase decisions are really for the
life cycle, even though we keep the vehicles in for
36 nmont hs. Because the residual value of the backend
of that life cycle is factored into the val ue of
what that vehicle is including its tax situation.

So, if you're looking at an 11 year life
cycle with a tax haven of possibly ten years, based
upon doi ng what they haven't already done, and the
| ast ten years has proven that, there's been in no
increase in the cost of -- in the tax for natural
gas, but there has been no ability to be able to
factor that in. So, one exanple.

Zer o budget benefit, zero debit budget
cost, huge inpact on the private sector.

MR. O HARA: Ckay, Paul. Just like you
to clarify. |1'mnot sure | understood your point
about the mandate versus voluntary prograns. Are you
saying that if there was no mandates, that the
vol untary woul d probably do as nuch as what the
mandat e woul d do in the absence of any nandates?

MR SM TH: It's an unknown. It's an
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unknown. | wouldn't try to quantify that, but I
t hi nk human nature would tell you that if you have a
voluntary programin which the first step is you
then commt to sonmething that there is an option
hangi ng out there which says -- an unresol ved
option, which is we nay nmake you do what you've just
voluntarily done.

| nmean, ny son never nowed the | awn
because he never proved to nme he could do it well.
And if he'd proven to me he could do it well, he
m ght have been in the situation of nmowi ng that |awn
every week. | think it's human nature. And | think
we're dealing with things far | ess esoteric than
econonic formula and | ot of sophisticated issues.

The role of incentives, | think one
guestion to ask yourself is start to | ook at the
maj or fleets in this country that have chosen [to
i ntroduce AFVs] and ask which nandates they' ve
operated under. And | think you may be surprised to
find the answer then.

| can't give you that answer, but | have
a suspicion you're going to have a significant
nunber of fleets that have -- and there's still not
a significant nunber of fleets that are doing it,

but those that are doing it, a significant portion
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of those vehicles have done so on the basis of
vol untary action w thout an overhangi ng nandat e.

MR. O HARA: Yes, but don't they also
[imt that to if they do try sonmething, usually they
do it to a small effort. So they figure out whether
it's proving their hypothesis that there's a
busi ness case for doing this type of thing. W're
going to see sone sort of return on our investnent
if we try this.

MR SMTH  Yes.

MR. O HARA: And | acking that, and they
end up just trying it for a while and then
di scontinuing it or only having a snall |evel of
opportunity. Wuld you not agree?

MR SMTH  Absolutely. Absolutely.
And it's against the backdrop of an ever evol ving
technol ogy. And if you | ook at what the technol ogy
options are, you sat down as a fleet operation and
you asked anybody what the technol ogy issues you
shoul d be thinking about for a vehicle that will be
on the road maybe 10 years, and in sone cases up to
20 years, it's going to be a different technol ogi ca
configuration than it was ten years ago, 3 years
ago. And so you have to factor all of those in.

| nmean, yes, it's a test bed for the
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econonics. It's a test bed for the technology. And
it has very uncertain life.

MR. O HARA: Ckay. One nore question for
you. Earlier in your statenent you said that these
fleets were not ideal for new technol ogy
i ntroduction.

MR SMTH  Correct.

MR. O HARA: Were should the new
t echnol ogy be introduced at?

MR SMTH W think that -- | nean, |
think the new technol ogy has to roll out under its
own volition. And that is not attenpting to avoid
that question. But if you |ook at the introductions
of any of the el ectronic technol ogies, noving away
from vehicl e technol ogi es, you know they roll out,
in sone cases, through people who are enanored --
you know, they're technol ogists who are enanored by
the technology. Qhers do it because there's been a
particul ar econom c incentive to do so. Sone people
do so because it's the right thing to do.

The reason why business fleets are
particularly less apt to be first adapters of new
technology is that the cost per mle for themis
significantly higher. |If you factor in the fact

that the sales and services fleets will have not
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just the one driver and he has conpensati on

associated with the use of that vehicle, he'll have
a back office that will be dependent upon processing
the orders he gets. And then you'll have a

manuf act uri ng conponent.

So when a conpany has ten percent of its
enpl oyees out on the road, with its total enploynent
out on the road selling, the other 90 percent of
t hat busi ness is dependent upon what orders cone in
fromthat person. |If that vehicle is offsite with
down tine, there's a lot of dollars resting per
m nute on that vehicle. And therefore, you won't
find whether it is additional cupholders or electric
wi ndows or engi ne technol ogy, or new transm ssions;
those are not the sites of first adaptor of any kind
you'll find rolling out into a conmercial fleet.

MR. O HARA: Wl |, thank you, Paul

Vivian, do you have any questions for

hi m
M5. LEWS: No.
MR. O HARA: Thank you very nuch, Paul
Next we have on the agenda is Dani el
WIIlians.

MR. BABCOCK: Dana, just so you know,

t he ACEEE went with adding their comments | ater.
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MR. O HARA: Ckay. Then | believe we'll
go to David Robertson

MR. ROBERTSON:. Good norning. Thank you.

| am David Robertson. |'mthe inmediate
past President of National Association of Fleet
Adm ni strators, but I'malso a fleet operator for
the city of Houston Fire Departnent, Houston, Texas.
However, let ne explain that | am not speaki ng on
behal f of the city of Houston, but only on behal f of
t he menbers of our Association

As you know, NAFA is a professiona
associ ation that serves and represents nanagers of
vehicle fleets for thousands of private businesses,
utilities, governnment agencies including the federal
| evel , national, state and local. Qur nenbers
manage hundreds of thousands of vehicles ranging
fromcars and SUV to anbul ances, large fire trucks,
which is mne, snowdl ows, delivery trucks and
specialty vehicl es.

Today |'m proud to congratul ate the
Departnent of Energy for so bravely telling the
truth in this proposed rul e change. The cl ear
experiences of fleet managers across the country
support the DCE determ nations.

NAFA strongly agrees with the Depart nent
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of Energy that inplenentation of a private and | ocal
government fleet programwi |l not appreciably
contribute to the achi evenent of EPAct's repl acenent
fuel goals. As NAFA has testified all along, the
nunber of fleets that woul d be covered by a mandate
and the nunber of acquisitions that would occur are
too small to significantly increase the use of

repl acenent fuels Congress intended in the early
adoption of AFVs by the federal government, fuel
provi ders and state governnents. But they m ght
stinul ate broad devel opment of infrastructure,
foster new technol ogi es and create a business

envi ronnent where repl acenent fuels could expand to
the public at large. But so nuch has changed since
EPAct was passed, the proponents of alternative
fuels could not afford the infrastructure they

prom sed, in part because of changes in

der egul ati on.

Avai l ability of nost fuel choices have
been very limted and fuel is still too expensive.
Nearly all the original obstacles to current fuel
repl acenent fuels remain today, despite sincere
efforts by groups like the Cean Cities
organi zations and many fleets and fl eet managers.

The original dreams of cost-effective
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repl acenent fuels and infrastructure in vehicles
sinply didn't becone reality in the harsh dayli ght
of sone ten years now. NAFA has docunented the
experiences of fleet managers right fromthe start.
DCE' s | atest research as clearly described in this
proposed rul e docunents the true reality, and I
guote, "As a result of the lack of alternative fue
infrastructure, |lack of suitable AFV nodels, |ack of
reasonabl e vehicle prices and high alternative fuel
costs relative to conventional fuels, market forces
wi || prevent appreciable increases in replacenent
fuel use and covered fleet" even if DOE were to

i npose further nandates.

The original goal of EPAct was |ofty but
not practical. Many prom ses were fulfilled, nany
hopes were not realized, and nearly all the real
worl d obstacles to wi despread use of the original
repl acenent fuels are as strong today as they were
in 1992.

On behal f of the fleet managers and
NAFA, | sincerely thank the Departnent of Energy for
recogni zing the realities of this, as disappointing
as they nust be, and for so clearly docunenting the
sound reasons why i ndeed mandat es shoul d not be

i nposed.
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Thank you.

MR. O HARA: Thank you, David. Can
ask you a certain questions?

MR. ROBERTSON:.  Sure.

MR. O HARA: They're sort along the sane
line as |'masking the previous speaker.

| see that you support our decision. The
guestion is, is what should we be doing in lieu in

order to achieve the replacenent goal s?

MR. ROBERTSON: Well, 1 think rmuch of
the initiative has already been put in place -- a
lack of initiative, really -- | just left a

conference in Philadel phia where |I cane down for
this testinony today, and |I'I|l be | eaving and going
back for that. But autonobile manufacturers are
there. They're produci ng new nodels with hybrid
fuels and so forth. Hydrogen fuel cells are on the
hori zon.

So the push that's being given toward
t he manufacturers is working, | think, toward
devel oping this in terns with CAFE standards, which
have recently been changed. | think there's a
nmonment um al r eady t here.

Certainly in ny side, in my practical

world as a fleet operator, nmuch work i s being done
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with the diesel engine manufacturers to limt NOX
and so forth for the environnental side, but also
will relieve the energy dependence question that we
have now

So | think the initiative is largely
overcome. And | believe it's noving nore rapidly
t han many peopl e t hi nk.

MR. O HARA: Ckay. |If so, I'mspecially
interested in the hydrogen. Aren't we going to have
simlar problens with fuel cell vehicles and the
infrastructure?

MR. ROBERTSON:. Certainly you nay
initially, but I think the PRis going better for
this time, anyway. It's not to say that hydrogen is
really the case, either. You know, we're still sort
of searching for transitional fuels here to get us
to where we ultinmately want to go. Most fleet
managers woul d prefer you say "All right, this is
the fuel of choice, everybody get on board 100
percent of the time and let's just go with it, and
hope that that all works." But that's not practical
ei ther then.

So, yes, there's going to be
i nfrastructure problens. There's going to be cost

probl ens. Those are going to have to be overcone.
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But | think the ground swell that the faster we can
deterni ne how we can determ ne how we can get this
in the general population, then obviously then that
becomes | ess of a burden for fleets, but also it's
going to get you where you really want to go.

MR. O HARA: | understand that. But--

MR. ROBERTSON: Do | have a magic pil
that's going to get there?

MR O HARA: Well, | nean --

MR. ROBERTSON: No, | wish I did.

MR. O HARA: Well, sone of the question
is, is | nean you' re tal king about new technol ogy
whi ch is nore expensive.

MR, ROBERTSON:  Yes.

MR. O HARA: You have, you know,
infrastructure that you have to go with any of these
alternative fuels. | nean, we're going to have the
same problens in the future that we currently have
now, and if we really want to nove off the petrol eum
standard, which | think everybody in this room has
sort of agreed that we should, we're just how to get
there is sort of the debate.

MR. ROBERTSON. Well, certainly |I've
seen incentives now on certainly hybrid vehicles

that | didn't think that we'd see for sone tinme yet.
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But we're seeing incentives being offered by the
manuf acturers to get those into the mai nstream
popul ation. Certainly the city of Houston's
pur chased over 200 of the Toyotas and we're noving
al ong those directions with better fuel consunption
and so forth. So | think that -- and that was in the
absence of any mandate. | nean, we just decided to
do that. Anyway, it's good public policy.

And our fleet nenbers will want to do

t he sane sort of thing.

MR. O HARA: Ckay.
MR. ROBERTSON:. Satisfied? Not
sati sfied?
MR. O HARA: Thank you, Dave.
MR. ROBERTSON:. Thank you
MR O HARA: David LeFever
MR. LEFEVER. | thank you. |'mDavid

Lef ever. NAFA National Executive Director. And I
have j oi ned President Robertson in expressing the
unqual i fi ed support for the proposed determ nation
and rul e.

|"ve had the opportunity to work
firsthand with DOE people and to observe all that
DCE' s done in recent years, DCE officials and

Depart nent of Energy staff, and how hard you' ve
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tried to make alternative fuels work. [|f sheer
commtrment and effort by DOE officials and staff
woul d have made the difference, alternative fuels
woul d have managed sonehow to overcone the
obst acl es.

There is no doubt that DOCE has provided
real ly val uabl e services through reference
materials, case studies, electronic workbooks, the
alternative fuels hotline, NREL, research and
websites, the Clean Cties program participation at
so many prograns and conventions and neetings al
across the country. NAFA still to this nonent refers
nmenbers to excellent DOE resources to try to
eval uate the real world experience with alternative
fuels and to try to find ways to nake it work. These
custoner focus services are probably the good part
of what's happened since EPAct passed.

When this current DCOE determ nation and
rul e becone final, | hope it will mark the end of
mandat es, but also mark a new day for alternate
fuels. Al of us in NAFA sincerely hope that DCE' s
decision to not inplement further mandates wil |
foster greater use of fuel alternatives.

New t echnol ogi es t hat were not

considered in the |ate 1980s offered great prom se,
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not just for fleets, but what we feel is of greater

i nportance for the notoring public at |arge. Nobody
likes to be threatened. And | know that NAFA and
NAFA nmenbers devoted an awful | ot of energy trying
to figure out how to avoid onerous nmandates. Wen
the threats of the mandates are renoved, fleets can
devote that energy to positive participation in new
t echnol ogy and new fuel s.

The next wave of alternative fuels is
al ready gaining strong voluntary interests from
fleets and fromthe public.

| " m ent husi asti c about the possibilities
of new fuels, new technol ogi es, new ways to
encour age people to increase energy independence and
things that will really work, not just for fleets
but also for the public at |arge.

| would |ike DOE to count on the help
and support of NAFA and our NAFA nenbers as we work
together to continue to try to pronote w despread
voluntary use of alternative fuels.

Thank you.

MR. O HARA: Thank you, David.

"1l ask you the sane question. | mean,
do you have any ideas in lieu of doing a private

and | ocal governnent fleet mandate, what should we
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be doing to get replacenent fuel use or alternative
fuel use in this country?

MR. LEFEVER. Absolutely. | think
nerely renoving the threat of the mandates will in
itself be helpful. One of the things that has
damaged the reputation of alternate fuels so greatly
has been the fact that the | aw was passed to try to
force fleets to use it. And before the | aw was
passed, fleets |isted sone obstacles, sone rea
wor |l d obstacl es that sincerely and honestly existed.
It's pathetic that 12 years later DCE is
acknow edgi ng those exact same obstacl es haven't
changed over the 12 years. Al that the nandates
acconpl i shed over 12 years was to tell fleets this
stuff doesn't work, it's too expensive, the fuel's
not available so we're going to force you to buy it.
And fl eets have spent 12 years docunenting how it
doesn't work and how rmuch they didn't want to be
forced to buy it. And it set a very harnful
negati ve tone.

In my job I try to -- | meet with fleet
managers. And |'ve tried to have alternate fuels
i ncluded in our convention every year. The anger is
so great. The frustration is so great caused by the

mandat es, that our commttee has voted for ten years
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to not discuss alternative fuels at our fleets
convention. They're that angry by the fact by
sonmebody's trying to force themto do sonething that
still doesn't work, and that every obstacle that we
listed in the initial |aw that Congress included in
the initial law still exists.

|"mvery happy that this year for the
first tinme, right now in Philadel phia, actually this
norning, folks fromNREL for the first tine have
been on our agenda and they are at |east able to go
on. Menbers voluntarily agreed they wanted to know
nore about what are the choices, what are the
t echnol ogi es, what's the information that NREL has
available. |It's the first tine that | personally
want nore tal k of other fuels at our convention.

But the mandate issue was so negative and created
such a hostile environnent that they really didn't
even want to talk about it.

And as sone DOE folks will know, we've
wor ked very cooperatively with DOE in trying to
docurent fleets that it's worked successfully in
this market. We've tried to spread the news of
every success.

And I"'mreally very hopeful that even

some of the existing fuels will work in m xed
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markets. | think that's one of the areas that we
can work on together.

There is no doubt that in some school
bus areas, that in some airport shuttle services,
things like that, that alternate fuels have worked
very well. They've ironically worked very well in
some police departnents in unique circunstances.
Even though they were exenpt fromthe nmandate al
the way al ong, one of the ironies is that so many
police departnents switched to CNG or to propane
when they weren't covered by the mandate at all

So | think we could devote sonme energy
to encouraging nore in this niche markets.

But | think the other issue that you
very accurately raise is at this point in history it
will be very difficult to encourage fleets to nmake a
conmitnent to sone of the fuel alternatives that we

di scussed ten and 12 years ago. Today natural gas

fueling infrastructure is very limted. | know it
well. | go through the DCE website. | know how many
sites there are. | know how many you can go to as a

regul ar person and buy, and what the hours of
operation, and what credit cards they take. It's
still extremely linmted.

And because of changes in deregul ation,
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sone of the utilities that were npst anxious to
build public infrastructure no | onger have -- now
t hey actually have an econom ¢ disincentive for
trying to do that.

| know we had hopes that nethanol was
going to be available in many parts of the country.
| think it's probably available in fewer places
today than it was 10 or 12 years ago.

So I"'mnot too sure that there are nany
tricks we can use to dramatically increase the
alternative use, the current or the old |ist of
alternative fuels. | say that because you correctly
identified the obstacles.

Congress has not chosen to fund noney
that would make it economically feasible. Congress
has not chosen to provide the incentives to build
the infrastructure or to match the cost of the
fleets.

In the absence of that, | don't know of
any mracle that will come along. My suspicion is
t hat we have hi gh hopes for these hybrid vehicles
that pretty nuch are being sold as quickly as they
can be produced. | think that may offer a prom se.

W have hi gh hopes that some of the

ot her technol ogi es, fuel cells whether they run on
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gasoline or diesel initially to get started could be
a pronmise. But we agree with you that the chall enge
is the -- if the cost is prohibitive, then it won't
work. But certainly | think in the short term that
focus on niche markets where it does work, that

wi |l probably be the best thing we could hope for
short term

MR. O HARA: Thank you, David. Thank
you.

What 1'd like to do is probably take a
short break, about 10 mi nutes, and then we can start
with the rebuttals if anybody wants to step back up
and rebut other people's testinony. Anybody who
wants to rebut?

MR. van VUUREN: You'll be the only one
rebutting.

MR. O HARA: Do you want to, N c?

MR. van VUUREN. | just maybe had two
comment s.

MR. O HARA: Al right. Well, why don't
we take a ten mnute break and then cone back.

MR. van VUUREN: | just want to go on
ri ght now.

MR O HARA: You want to do it now?

MR. van VUUREN: Do it now.
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M5. LEWS: Let him go.

MR O HARA: Al right, N c.

MR. van VUUREN. We'Ill do it now, get it
over with. [I'mfeeling kind of |onely today.

You had asked a question to, | forget
whi ch previ ous speaker, but it was about whether or
not new t echnol ogi es, where they should be
i npl enented. And the reply was that the
t echnol ogi es, new t echnol ogi es should really cone
out on their own volition.

What we have here is a situation what
we're working with do not provide a direct customner
benefit, |ike a cupholder or a transm ssion. Wat
we find is probably the largest introduction of new
t echnol ogi es since 1979 have been the introduction
of electronic fuel injection systens and associ at ed
exhaust after treatnment systens. Those systens woul d
not have made the market w thout a mandate. The
Clean Air Act and al so the Low Em ssions Vehicle
prograns in California where decisive for those
t echnol ogi es to nake any kind of inpact in the
general popul ation.

Bosch had a system for electronic fuel
injection. It was available in the 1960s, even

before that. That did not make any significant
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i mpact until we started -- we needed the use of
three way catal ysts.

There were sonme comments on hydrogen as
kind of that gleam ng oasis on the horizon. Part of
my original testinony, but | knew | was going to run
over tinme, was we fully enbrace hydrogen. W think
it's wonderful. The Cean Cities programin Hanpton
Roads, we have an education programtrying to
facilitate the inplenmentati on of hydrogen in our
area with denonstration prograns.

| think, however, we should al
recogni ze that hydrogen, we will not be at the point
-- natural gas was, let's say 10 years ago, with
hydrogen for another 10 or 15 years. You know, and
unl ess we learn how to inplenent today's
transitional fuels effective, we're not going to
effectively introduce and i npl enent hydrogen.

So it's very, very inportant that
what ever prograns we have for the near term
alternatives, we need to be using those as |earning
| essons for the future.

And then just one |ast conment. Yes,
mandat es and incentives | think it's very clear,
they do forma 3 legged stool. | don't think -- |

think it's very, very difficult to put incentives on
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all three |l egs unless we have, you know, enornous,
enorrmous conmmtment. And | don't think it's right
to put mandates on all three legs either. That's
just inappropriate. But clever mxes of the two are
really, really -- can be very, very effective.

kay. That was mny advi ce.

MR. O HARA: Thank you very nuch, Nic.

MR. van VUUREN: | didn't thank you for
the opportunity to cone and speak today.

MR. O HARA: Thank you

|"d like to thank all the speakers.
appreci ate you taking the time out and coming in and
giving us the benefit of your w sdom

Certainly all the coments are greatly
appreciated. | personally appreciate everybody
coming in and taking the tine to | et us know what
you think about the notice of proposed rule.

And with that, | guess | will close the
heari ng.

| thank you very nuch

(Wher eupon, at 10:58 a.m the above-

entitled matter was concl uded.)
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